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PREFACE 


The  19  74  Act  creating  the  State  Commission  on  Local  Government 
provides:   "The  Commission  shall  make  a  detailed  and  thorough 
study  of  local  government  structure,  powers,  services,  finance 
and  state-local  relations.   The  Commission  shall  prepare  a 
revised  code  of  local  government  law  based  on  its  studies  and 
may  make  other  recommendations  for  the  im.provement  of  local 
government. " 

To  ensure  a  thorough  study  of  local  government  finances  the 
Commission  has  directed  the  Staff  to  conduct  a  study  of  local 
government  finances,  to  prepare  a  revised  code  of  laws  regu- 
lating local  government  finance  and  finance  administration 
that  v/ill  be  consistent  with  accepted  and  prudent  principles 
of  governmental  accounting  and  to  recommend  supplemental  sources 
of  revenue  for  local  governments. 

In  the  course  of  this  study,  the  Staff  will  be  issuing  reports 
dealing  with  the  many  facets  of  local  government  finance.   The 
subjects  for  these  reports  will  include  the  compilation  and 
analysis  of  local  government  finance  data,  the  collection  and 
examination  of  present  state  statutes,  the  possible  application 
of  various  alternative  methods  of  supplementing  the  property 
tax  with  other  revenue  sources  and  other  subjects  dealing  with 
local  government  finance  and  finance  administration. 

The  reports  are  designed  not  only  to  provide  the  Staff's  findings 
concerning  the  present  status  of  local  governm.ent  finance  in 
Montana,  but  also  to  provide  local  governments,  the  State 
executive  and  legislative  branches  and  the  public  in  general, 
an  opportunity  to  review  and  comment  on  the  direction  of  the 
Staff  s  work. 

This  report  provides  an  overview  of  local  government  finance 
and  finance  administration  in  Montana. 


STEPHEN  TURKIEWICZ 
FINANCE  PROJECT  DIRECTOR 


INTRODUCTION 

Under  the  Constitution  of  18  89  the  local  governments  in  Montana 
were  severely  limited  in  areas  of  local  finance.   The  Dillon 
Rule,  which  states  that  a  local  unit  of  government  may  do  only 
that  which  is  allowed  by  the  state,  was  the  primary  source  of 
restriction.   There  were,  and  still  are,  other  social  and 
economic  reasons  that  tended  to  restrict  local  governments  in 
financial  matters. 

The  old  Constitution  contained  major  restraints  in  two  areas. 

The  first,  a  ban  on  state  aid  to  local  governments  (with  the 

exception  of  school  districts)  forcing  counties  and  municipalities 

to  raise  money  entirely  on  their  own,  a  rare  phenomenon  nation 

wide.   In  practical  terms  this  means  a  burdensome  local  property      ^ 

tax.   The  second  restraint,  :^ound  in  most  states,  was  a  limit  on 

local  government  debt.   The  chief  problem  was  that  voters  had  to  ' 

approve  any  debt  of  $10,000  or  more.   However,  under  the  new 

Constitution  this  unrealistically  low  value  was  raised  by  law 

to  $40,000. 

The  new  Constitution  deals  with  problems  of  local  government 
finance  such  as  the  property  tax,  limits  on  state  aid  and  debt 
limits  by  remaining  silent  or  making  them  matters  for  legislative 
action.   This  insures  that  they  will  become  matters  for  the 
legislature  to  deal  with,  in  a  way  that  is  more  responsive  to 
current  needs. 
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REVENUE 

As  a  general  rule,  Montana  follows  the  national  trend  of  depending 
on  the  property  tax  for  much  of  its  local  revenue.   However,  Montana 
ranks  near  the  top  when  looking  at  the  percentage  of  local  finance 
gathered  through  the  property  tax.   Tax  revenues  made  up  about  41% 
of  all  local  revenues  in  the  state,  but  this  figure  is  deceptive 
because  school  districts  received  almost  one  third  of  their  money 
from  intergovernmental  aid,  principally  through  the  foundation 
program.   Local  governments,  other  than  schools,  only  alternate 
forms  of  revenue  up  to  this  time  have  been  intergovernmental  revenues, 
fees,  charges,  and  other  miscellaneous  receipts.   (See  Table  1) 

It  should  be  noted  that  the  accuracy  of  most  fiscal  data  on  local 

C    governments  in  Montana  is  suspect.   Checking  a  value  from  several 
reputable  sources  often  yields  varying  results.   However,  for  the 
purposes  of  this  paper  the  values  shown  are  of  sufficient  relia- 
bility to  show  trends. 

With  the  passing  of  the  1972  Constitution,  Montana  has  entered 
a  period  of  flux  in  the  area  of  local  government  finance.   For 
the  time  being  the  sources  of  revenue  remain  much  as  before,  with 
a  heavy  dependence  on  the  property  tax.   However,  the  lifting  of 
restrictions  on  state  aid  to  local  governments  and  the  removal  of 
constitutional  limitations  on  local  public  debt  may  permit  the 
state  to  alter  the  fundamental  structure  of  local  government  finance 
in  Montana.   In  the  19  74  legislation,  the  executive  branch  proposed 


over  thirteen  million  dollars  on  property  tax  relief,  although  it 
did  not  pass  intact,  it  points  to  a  coming  trend. 
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REVENUES  19  7  4 


Categories 


Counties 


Cities 


Towns 


Taxes 

General  Property  Tax 
Other 
Total 

Licenses  and  Permits 
Business 

Beer  &  Liquor 

Business  &  Merchandise 

Amusement 

Profession  &  Occupation 

Other 

Non-Business 
Building 
Electrical 
(jo         Plumbing 
Animal 
Bicycle 

Street  Opening 
Sewer 
Other 
Total 

Intergovernmental  Revenues 
Federal  Grants 
Crime  Control 
Emergency  Employment 
Revenue  Sharing 
Traffic  Safety 
B.O.R. 

Water  Pollution  Con- 
trol Facilities 
E.D.A. 
(Cont.) 


NA 


NA 


52,061,287 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


168,416 


6,516,436 


NA 


NA 


NA 


NA 


20,699,719 
7,461,955 


1,685,380 


28,161,674 


285,099 
215,615^ 


2,166 


NA 


89,471 


248,270 


37,133 


44,283 


109,556 


NA 


NA 


NA 


NA 


1,031,593 


124,717 


499, 

,146 

4 

r417, 

,600 

NA 

347; 

•  052 

2 

,013, 

.226 

775, 

.000 

1,685,380 


38 

,743 

20 

,955 

1 

,348 

734 

0 

3, 

r556 

0 

132 

8, 

,134 

397 

250 

0 

0 

74,249 


31, 

,057 

77, 

,2  55 

453, 

,201 

0 

15, 

,814 

428, 

,654 

36, 

,150 

REVENUES  1974  (Continued) 


Categories 


Counties 


Cities 


Towns 


Intergovernmental  Revenues 
(Continued) 

Federal  Grants  (Cont.) 
Farmers  Home  Admin. 
Aeronautics 
Other 


NA 


NA 
8,269,763t> 


NA 


NA 


3,109,258 


46,100 


0 


State  Grants 

Misc.  State  Grants 


NA 


998,842 


185,999 


State  Shared  Revenues 
Liquor  Tax  Apportion- 
ment 
Beer  Tax  Apportionment 
Motor  Vehicle  License 

Fees 
Motor  Vehicle  Title 

Fees 
Gas  Tax  Apportionment 
Insurance  Premium 

Apportionment 
Other 
Total 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


14,786,199 


1,285,737^ 

NA 

1,204,327^ 


NA 
NA 


NA 
NA 


14,774,905 


104, 

,432 

94, 

,930 

57, 

,287 

17, 

,020 

44, 

,338 

71, 

,222 

0 

1,663,469 


Charges  for  Services 

General  Government 
Sale  of  Maps  & 
Publications 
Building  Rental 
Election  Filing  Fees 
Other 
(Cont. ) 


NA 


NA 


NA 


9,060,570 


NA 


28,928 


NA 


NA 


135 


4,252 


37 


m 
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REVENUES  1974  (Continued) 

Categories  Counties  Cities  Towns 

Charges  for  Services  (Cont. ) 
Public  Safety 

Special  Police  Services  NA NA  12,507 

Special  Fire  Protection  NA  NA  3  ,  930 

Ambulance  Fees  HA  92,008  22, 537 

Other  NA  NA                 0 

Highways  and  Streets 

Parking  Meter  Fees NA 720 ,  862  0 

Equipment  Rental  NA NA  ~  '        6~^117 

Sidewalk  &  Curb  Repairs  NA NA  9  ,  807 

Street  Cleaning  Charges  NA  NA  Q 

Weed  Cutting  &  Removal 

Charges  NA  '     NA  3,963 

Other                        956,541  NA                 0 

Sanitation 

Garbage  Land  Fill 

Charges  NA  66,129              14  ,770 

Other                        NA  NA      '  0 


Health 

Animal  Control  & 

Shelter  Fees  NA  NA 


County  Hospital         1,665,345  NA_ 

Other  NA  NA 


Culture- Recreation 

Swimming  Pool  Fees  NA  121,423 

Golf  Fees  NA  125,018 

Camping  Fac .  Fees  NA  NA 


Library  Book  Sales      NA  NA 


Other  NA  NA 

(Cont.) 


1, 

188 

NA 

NA 

30, 

859 

0 

1, 

933 

85 

0 

REVENUES  19  74  (Continued) 


Categories 


Counties 


Cities 


Towns 


Charges  for  Services  (Cont.) 
Airports 
Use  Fees 
Space  &  Facilities 

Rental 
Other 


NA 


NA 


1,059,825 


NA 


NA 


864,757 


124 


1,023 


0 


Cemetery 

Sale  of  Plots 

Grave  Permits  or  Fees 

Perpetual  Care 

Other 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


246,175 


6,166 


5,755 


12,174 


0 


Utilities  and  Other 
Enterprises 
Water  Revenue 
Sewer  Revenue 
Garbage  Revenue 
Gas  Revenue 
Other 
Total 


NA 


NA 


NA 


NA 


NA 


12,742,281 


8, 

,476, 

.411 

6, 

,690, 

734 

3, 

,536, 

382 

NA 

673, 

213 

21,642,040 


1, 

r078, 

,351 

277, 

,628 

125, 

,842 

58, 

,431 

0 

1,677,614 


Fines  and  Forfeitures 
Court 
Library- 
Other 
Total 


NA 


NA 


340,930 


340,930 


1,661,544 

243,208 

46,102 


1,950,854 


86,203 


224 


0 


'86,427 


Miscellaneous  Revenues 
Interest  Earnings 
Rents 
Construction  Special 

Assessment 
(Cont. ) 


3,086,996 

NA 


WK 


2,207,229 

NA 


108,954 


13,325 


6,476 


^ 


fl 


© 


Categories 

Miscellaneous  Revenues  (Cont. ) 

Maintenance  Special 
Assessment 

Bond  Sinking  Special 
Assessment 

Sidewalk  Special 
Assessment 

Other  Special 
Assessment 

Sales  &  Comp.  from 
Fixed  Assets 

Contributions  from  Enter- 
prise Funds 

Proceeds  from  Unclaimed 
Money 

Donations  from  Private 
Sources 

Balances  from  Discontin- 
ued Funds 

Sale  of  General  Obliga- 
tion Bonds 

Sale  of  Revenue  Bonds 

Sale  of  S.I.D.  Bonds 

Refunds  &  Reimbursements 

Cancelled  Checks/Warrants 

Insurance  Recoveries 

Other 
Total 

Deposits  Received 

Water  and/or  Sewer 
Bid  Bond 
Street  Opening 
(Cont.) 


REVENUES  19  74  (Continued) 
Counties  Cities 


Towns 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


l,326,875e 


NA 


NA 


6,433,100 


NA 


NA 
'I2,658,506f 


23,505,477 


NA 

NA 

266,864 

2 

,225,492 

400 

NA 

NA 

NA 

NA 

1 

,532,443 

950,000 

3, 

rl52,491 

269,936 

NA 

NA 

10. 

,024,171 

20,629,026 


NA 


NA 


NA 


NA 


NA 


NA 


53 

,198 

137 

,621 

15 

,650 

0 

12, 

,840 

8, 

r805 

1, 

,270 

85, 

rl07 

7, 

-439 

339, 

,114 

552, 

.117 

292, 

.258 

48, 

.187 

1, 

.374 

2, 

691 

0 

1,686,425 


7,584 


43,510 


500 


Categories 

Deposits  Received  (Cont.) 
Driver  Education 
Other 
Total 


REVENUES  19  74  (Continued) 
Counties  Cities 


NA 


NA 


NA 


NA 


NA 


Towns 


15,419 


0 


NA 


67,013 


TOTAL  REVENUE 


103,604,590 


88,190,092 


6,940,578 


SOURCE:   Clerk's  Annual  Reports,  submitted  to  the  Department  of  Community  Affairs,  19  74 
compiled  by  the  State  Commission  on  Local  Government. 


NOTES:    Includes  professional  and  occupational. 

^'Includes  revenue  from  Forest  Reserve  Apportionment,  gifts  from  individuals 

and  all  Federal  categorical  and  block  grants. 
^Includes  beer  tax  apportionment. 


d 


Includes  title  fees 


^Includes  sale  of  all  bonds. 
Includes  offsets  to  outlay,  and  Miscellaneous  revenues, 


^ 


^i 
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EXPENDITURES 

Expenditures  for  Montana's  local  governments  in  Fiscal  Year  1974 
exceeded  $174  million.   (See  Table  II.)   To  a  great  extent,  the 
expenditure  of  revenues  by  counties  is  limited  by  the  legislature. 
Counties  are  governed,  by  law,  on  the  maximum  amount  of  property 
tax  that  can  be  raised  for  a  given  purpose.   (See  Table  III.) 
Because  of  the  counties  longstanding  reliance  on  the  property 
tax  this  has  severely  hampered  the  flexibility  of  counties  in 
the  allocation  of  revenue. 

On  the  other  hand,  municipalities  have  had  the  opportunity  to 
make  allocation  decisions  locally  through  the  use  of  an  all- 
purpose  mill  levy.   In  19  65,  the  legislature  authorized  an 
optional  all-purpose  mill  levy  for  municipalities.   (See  Table 
IV.)   Since  that  time,  over  100  of  the  126  municipalities  have 
adopted  this  method  of  financing.   (See  Table  V.) 

A  controversy  has  risen  concerning  the  exclusions  to  the  municipal 
all-purpose  mill  levy.   The  authorizing  statute  for  the  all- 
purpose  mill  levy  specified  three  exclusions:   tax  levies  for 
bonded  indebtedness,  judgments,  and  special  district  revolving 
funds. 

Since  the  passage  of  that  act  in  1955,  several  succeeding  statutes 
have  been  passed  and  appear  to  authorize  additional  exclusions. 
These  include  the  tax  levies  for  comprehensive  insurance, 
municipal  board  of  health,  or  the  municipality's  share  of  the 
costs  for  the  local  government  study  commission. 


In  1974,  a  statute  was  passed  that  required  any  law  which  mandated 
local  governments  to  administer  any  program  or  provide  any  service 
include  a  method  of  financing  such  program  or  service.   This 
statute  is  4  3-517.   Ensuing  legislation  has  met  this  requirement, 
but  has  created  an  additional  problem.   This  problem  has  been  the 
less  than  concise  nature  of  the  language  in  the  legislation.   This 
has  lent  itself  to  differing  interpretations  as  to  the  applicability 
of  the  statutes  as  exclusions  to  the  all-purpose  mill  levy; 
especially  for  those  municipalities  near,  or  at  the  limit  of  the 
all-purpose  levy. 

Recently  the  Attorney  General  wrote  the  following  opinion  concerning 

exclustions  to  the  all-purpose  mill  levy: 

Those  cities  which  elected  to  finance  their  operations       "  .^ 

by  adopting  an  all-purpose  levy  under  the  section  84- 

4701.1,  may  not  exceed  the  65  mill  limit  contained 

therein  in  order  to  finance  city  responsibilities 

which  are  not  specifically  exempted  from  the  exclusions 

in  that  levy. 

— opinion  of  the  Attorney  General,  volume  no.  36, 

opinion  no.  61. 

This  ruling  will  have  a  severe  fiscal  impact  on  muncipalities. 

Especially  if  the  legislature  continues  to  mandate  services 

without  providing  sufficient  additional  revenue  sources. 
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TAjjLE  II 


EXPENDITURES  1974 


Categories 

General  Government 

Council  or  Commission 

Courts 

Mayor 

Elections 

Financial  Administra- 
tion 

Legal 

Buildings  (Maintenance 
and  Operation) 

Other 
Total 

Public  Safety 

Crime  Control  or 

Sheriff 
Custody  of  Prisoners 
Fire  Control  and 

Prevention 
Fire  Stations  and 

Buildings 
Ambulance 
Civil  Defense 
Other 
Total 

Highways  and  Streets 

Highways,  Streets 

and  Roadways 
Other 
Total 


Counties 


1, 

r346, 

.868 

2, 

-693, 

.309^ 

NA 

520, 

,837 

4, 

,700, 

231^ 

1, 

.217, 

781 

2, 

.208, 

415 

6, 

.311, 

650^ 

Cities 


Towns 


18,999,091 


5,211,875^ 


611, 

,507 

74, 

,074 

NA 

157, 

.054 

225, 

.649 

362, 

.731 

6,642,890 


11,894,322 
2,595,071^ 

14,489,393 


713,516 


265,835 


0 


24,978 


747,981 


267,057 


331,827 
4,579, 339^ 

6,930,533 


6 

,307, 

,435 

NA 

4, 

,678, 

,249 

NA 

92, 

,026 

40, 

.447 

387, 

.268 

11,505,425 


4,156,627 
402,206 


69, 

,674 

17, 

r691 

22, 

,656 

4, 

,234 

278, 

,859 

33, 

,451 

80, 

,343 

0 

506,908 


696, 

,0  34 

6 

,331 

160, 

,142 

31, 

,842 

21, 

,650 

300 

0 

916,299 


623,505 


4,558,833 


_0 
623,505 


Categories 

Sanitation 

Garbage  Collections 

and  Disposal 
Sewage  Collection 

and  Disposal 
Insect,  Pest  Control 
Other 
Total 

Health 

Public  Health 
Animal  Control  and 

Shelter 
Other 
Total 

Culture- Recreation 

Parks  and  Playgrounds 
Swimming  Pools 
Golf  Courses 
Tennis  Courts 
Libraries 
Band 

Civic  Center 
Other 
Total 


Water 


Administration  and 
General 

Source  of  Supply  and 
Pumping 

Water  Treatment 

Transmission  Distribu- 
tion 

(Cont. ) 


EXPENDITURES  1974  (Continued) 
Counties  Cities 


NA 


NA 


1,516,896^ 
123,596 


1,640,492 


103,254 


NA 


8,066,926^ 


8,170,180 


NA 


NA 

NA 

NA 

953, 

480 

NA 

NA 

2, 

r463. 

638- 

3,417,118 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


241, 

,155 

156, 

.031 

315, 

-053 

712,249 


2 

,032, 

,548 

471, 

rOOl 

88, 

r232 

0 

1 

,712, 

,976 

NA 

254, 

440. 

444, 

208J 

5,003,405 


6,103,620 


NA 


NA 


NA 


Towns 


80,300 


10,236 


5,44! 


0 


95,984 


2, 

rlOO 

7, 

,270 

0 

9,370 


139 

,548 

109, 

,112 

44 

512 

38, 

,341 

4, 

,280 

65, 

.747 

0 

357,584 


567, 

,325 

401, 

,548 

13, 

.393 

417, 

.014 

e 


Categories 

Water  (Cont. ) 
Other 
Total 

S  ewe  r 

Administration  and 

General 
Collection  and 

Transmission 
Pumping  and  Lift 

Stations 
Treatment  Plant 
Other 
Total 

Garbage 

Administration  and 

General 
Garbage  and  Refuse 

Collection 
Garbage  and  Refuse 

Disposal 
Other 
Total 

Debt  Service 

General  Obligation 

Bonds 
Water  Revenue  Bonds 
Sewer  Revenue  Bonds 
S.I.D.  Bonds 
Other 
Total 


EXPENDITURES  1974  (Continued) 
Counties  Cities 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


2,668,816 


2,668,816 


Towns 


161,739 


6,265,359 


4 

,968, 

.578 

NA 

NA 

NA 

651, 

030 

5,619,608 


3,228,873 


NA 


NA 


14,320 


3,243,193 


1,125,107 
1,323,961 
274,474 
3,780,763 
2,927,379^ 

9,431,684 


0 


1,399,280 


114 

,894 

67 

,584 

39. 

,690 

252< 

,125 

0 

474,293 


123,893 


22,521 


9,396 


_0_ 
155,810 


322 

,484 

114, 

,429 

68. 

,051 

220, 

,154 

0 

725,118 


EXPENDITURES  19  74  (Continued) 

Categories  Counties  Cities 

Intergovernmental  Expendi- 
tures 

Federal 

Crime  Control  NA 

Emergency  Employment 

Revenue  Sharing 

B  .  0  .  R . 

Water  Pollution 

Control 
E.D.A. 
Other 
Total  3,921,837  """11111.0 9  ^  6 7 3 

State 

Water  Pollution 

M  Control  NA  4,834 

"^^        Local  Study  Commis- 

sions  NA 


Miscellaneous  Expenditures 
Airport 
Cemetery 
Special  Assessment, 

Sewers 
Special  Assessment, 

Streets 
Special  Assessment, 

Other 
Lighting 

Planning  and  Zoning 
Disaster 
Judgments 
(Cont.) 


449, 

000 

3 

,472, 

837 

NA 

NA 

NA 

NA 

Other  NA 

Total  NA 


815, 

NA 

468 

NA 

NA 

NA 

NA 

NA 

NA 

48, 

661 

C  Lj 


Towns 


28, 

,184 

412, 

,524 

2 

r584. 

,911 

39, 

r836 

1, 

r204, 

r047 

0 

1, 

rl40, 

,171 

0 

0 

4, 

,834 

930 

,675 

443, 

,771 

378, 

,612 

1 

,882, 

,162 

3 

,098, 

,234^ 

557; 

.642 

351, 

,312 

9. 

.361 

115, 

.586 

NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


NA 


12, 

,246 

28, 

,772 

246, 

,600 

215, 

.913 

NA 

155, 

.298 

7, 

.344 

6, 

-077 

0 

© 


e 


© 


tn 


Categories 

Miscellaneous  Expenditures 
(Cont. ) 

Firemans  Disability 

Poor  Fund  Programs 

County  Operated 

Utilities 

Miscellaneous 
Total 

Capitol  Projects 
Land 

Building  &  Structures 
Improvements  not  in 

Buildings  &  Structures 
Machinery  &  Equipment 
Other 
Total 

Fixed  Asset  Group  of 
Accounts 

Investments  in  Land 
Investments  in  Bldgs. 

&  Structures 

Investments  in 

Improvements 

Investments  in 

Machinery  &  Equip. 
Other 
Total 

Deposits  Dispersed 

Water  and/or  Sewer 
Bid  Bond 
Street  Opening 
(Cont.) 


^JJPgNDITURES  19  74  (ContJUIlg:!) 
^2}^nties  Cities 


Towns 


NA 


10,808,836 


NA 


892,813 
4,750,687"^ 
■  _  177116,465 


NA 


NA 


NA 


NA 


15,132,565 


15,132,565 


NA 

NA 

1 

,700 

,717^ 

9,468, 

241, 

.873 

2, 

,237, 

259 

3, 

.980, 

303 

574, 

242 

225, 

106 

25,416 


NA 


NA 


126,386 

824,052 

26,993 


2,233 


645,104 


7,258,783 


NA 


NA 


NA 


_0 

0 


NA 


NA 


NA 


20,397 

0 


20,397 


NA 


NA 


NA 


NA 


NA 


NA 


0 


_0 
674,330 


0 

0 

165 

0 

165 

6,070 

6,324 

680  ■ 

EXPENDITURES  1974  (Continued) 


Categories 


Counties 


Cities 


Towns 


Deposits  Dispersed  (Cont.) 
Driver  Education 
Other 
Total 


NA 


NA 


NA 


16,949 


NA 


NA 


NA 


30,023 


TOTAL  EXPENDITURES 


92,398,847 


75,432,048 


6,792,721 


CTi 


NOTES:   ^Includes  justice  and  district  courts 

t>Includes  clerk  and  recorder,  treasurer,  auditor  and  assessor. 
^Includes  state  examiner,  surveyor,  coroner,  superintendent  of  schools, 

public  administration  and  payroll  contributions. 
f^Includes  engineering,  city  shop,  insurance  and  payroll  contributions, 
^Includes  sheriff  and  crime  control. 

Includes  bridges,  ferries  and  county  shop. 
^Includes  pest  and  weed  control. 
^Includes  board  of  health,  county  hospital,  medical  and  hospital,  county 

physician  and  county  nurse, 
ilncludes  fairs  and  museums, 
j Includes  museums. 

^Includes  interest  on  bonds  and  intrest  on  registered  warrants. 
^Includes  sprinkling,  lighting,  pest  control  and  other  special  assessments. 
"^Includes  land  classification,  city  taxes,  tax  deed  insurance,  miscellaneous 

salaries,  miscellaneous  maintenance,  petty  cash,  extension  service  and 

other, 
"includes  transit,  planning  and  zoning,  nominal  payments,  drivers  education 

and  miscellaneous. 


TABLE  III 


COUNTY 


PROPERTY  TAX  MILL  LEVIES 


Current  Authorization 


Current  Authorization 


Purpose 

General 

Poor  Fund 

Roads 

Emergencies 

Group  Insurance 

Bridge  Fund 

Special  Bridge 

Voted  Road 

County  Fair 

County  Library 

Joint  Library 

Airport 

City-Co.  Planning- 

Public  Ferry 

Ambulance 

Open  Space  Land 

Senior  Citizens  Rec, 

Museum 

Mental  Health 


Max. 

Max. 

Mills 

Purpose 

Mills 

25/27 

Board  of  Health 

1 

13.5 

City/Co.  Health  Board 

5 

12/15 

Civic  Center 

2 

2 

Cemetery 

2 

4 

Econ.  Development 

1 

3/4/5 

Insect  Pest  Control 

1 

5 

Weed  Control 

2 

10 

Purebred  Livestock  Show 

.25 

1.5 

District  Fair 

1.5 

3 

Comp,  Insurance 

— 

3 

Debt  Service 

— 

2 

Voted  Levy 

_ 

2/3/4/5/6 

R.I.D.  Revolving 

- 

2 

Extension  Service 

— 

1 

P.E.R.S. 

— 

1 

County  Park 

- 

1 

Rural  Fire  Control 

- 

1 

Local  Government  Study 

— 

1 

Judgment 

- 

17 


0 


TABLE  IV 


MUNICIPAL 
PROPERTY  TAX  MILL  LEVIES 


Current  Authorization 


Max. 

Purpose 

Mills 

All-Purpose 

65 

General 

24 

Voted 

5 

Special  Levy 

15 

Streets  &  Alleys 

12 

Park  &  Playground 

7 

Band  &  Recreation 

1 

City  Library 

4.5 

Joint  Library 

4.5 

Day  Care 

1 

Volunteer  Fire 

2 

Fire  Dept.  Relief 

4 

Airport 

2 

Police  Reserve 

3 

Group  Insurance 

4 

Bus 

1.5 

Current  Authorization 

Max. 
Purpose  Mills 

Planning  Commission      2/4/6 

Board  of  Health  1 

Joint  Bd.  of  Health        5 

Open  Space  Land  1 

Ambulance  i 

Economic  Development       1 

Emergency  2 

Senior  Citizens  Rec.       1 

Urban  Renewal 

Study  Commission  - 

S.I.D.  Revolving  Fund 

Cemetery 

Comp.  Insurance 

P.E.R.S. 

Debt  Service 

Judgment  - 


ALL-PURPOSE  MILL  LEVY 


Max. 

Purpose 

Mills 

All-Purpose 

65 

Debt  Service 

S.I.D.  Revolving 



Judgment 

_ 

Comp.  Insurance 

_ 

3 
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TABLE  V 

ALL-PURPOSE  MILL  LEVY 
Fiscal  Year  1976 


City 

All-Purpose 

Hardin 

65 

Lodge  Grass 

65 

Chinook 

46 

Harlem 

65 

Tovmsend 

61 

Bridger 

57 

Fromberg 

55 

Joliet 

65 

Red  Lodge 

65 

Ekalaka 

60 

Belt 

65 

Cascade 

49 

Great  Falls 

65 

Geraldine 

45 

Is  may 

18 

Glendive 

65 

c 

Richey 

44 

Baker 

65 

Denton 

44 

Grass  Range 

35.90 

Lewis town 

71.13 

Winifred 

25 

Columbia  Falls 

81 

Kalispell 

61 

Whitef ish 

65 

Belgrade 

58 

Bozeman 

65 

Manhattan 

65 

Three  Forks 

57 

West  Yellowstone 

58.84 

Jordan 

6 

Browning 

54.50 

Cut  Bank 

51.25 

Lavina 

35 

Ryegate 

38 

Drummond 

50-23 

Philipsburg 

63.27 

Havre 

65 

Hingham 

25 

Boulder 

65 

Whitehall 

64 

€ 

Hobson 

30.69 

(Continued) 

Bond 


21 

2 
23 

6 

17 

11.87 
2.50 

36 
10 

6.03 
30 

5.60 
10 

12 

4.79 
3 


4.50 
11 
6.50 

12 

20.75 
10 


14.55 
17.60 


Other 


2.5 


1 
1 


.60 


3.62 


6.85 


3.83 


1 
7 
2 


2 
3.08 
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ALL-PURPOSE  MILL  LEVY  (Continued) 

Fiscal  Year  1976  ^P 

City  All^urpose      '     Bond        '   other 

Stanford  4^ 


Ron  an 


Troy 

Ennis 

Sheridan 

Twin  Bridges  55 


60 


Plentywood  45 

Westby  65  '" 

Butte  73^94 

Columbus  55 

Big  Timber  5  6.03 
(Continued) 
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8 


65  J 

St.  Ignatius  41 

East  Helena  37.50  "  ^^  10 

Helena  cf-  97  ^'^^  3 

Chester  l\' ^  '  ~  9.04 

Eureka  47  ^^ 

Libby  65    . 


^„  1-899  2.919 

60  8 


4  3  20 

60 


4 
31 


Virginia  City  55 

Ci^^cle  49 

Alberton  g5  ~~ 

Superior  en    n-jn  "-,     ^^^  ^ 

Missoula  7oi^°  l-^JS  5.332 

Melstone  H'H^  ^'^^^  -332 

Roundup  52*74  ~  ^^  ^-86 

Clyde  Park  55  _  '^^  2.30 

Winnett  cc  T^  , 

Dodson  45  10-49  1.59 

Malta  o  c/i  " . 

Saco  II' II  4-55 

Conrad  54^50  __  2.03 

Valier  52 

Broadus 

Terry 
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2 


T>   t.-  5  6.40  —  7  ir,. 

Darby  g5  _  7.10 

Hamilton  64.72  -I  "'"'^ 


Stevensville  45.50 

Bainville  35" 

^l^Sl-^'^""  1°-^'  7.05  1.73 

Forfytr'  1^"  "■"  "l.2e 

Plains  43  4 

Thompson  Falls  54  49  ^ 

Medicine  Lake  52'  9^  ^ 

Outlook  32  ^ 


6.50  1 

30 

10  .10 


ALL-PURPOSE  MILL  LEVY  (Continued) 
Fiscal  Year  1976 

C^ty  All-Purpose  Bond          Other 

Button  54  25 

Fairfield  53.63  —             Z_ 

Kevin  35  20 

Shelby  49.75  3.50 

Sunburst  61.75 

Hysham  65°  16.20 

Glasgow  67.49  2.75             ,78 

Opheim  65 

Harlowtown  53 

Wibaux  5Q              __ 

Billings  65  5.05           3.95 

Broadview  54 

Laurel  60  5             13 


1 

5.25 

8.25 


W  21 
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LOCAL  GOVERNMENT  DEBT 

The  ability  to  sell  bonds  and  incur  debt  is  a  major  item  in 
local  government  finance.   The  total  county  debt  in  Montana 
was  S19.3  million  in  1974.   (See  Table  VI)   Under  the  old 
constitution  the  ability  of  local  governments  to  incur  debt 
as  limited  by  the  Constitution  at  five  percent  of  the 
ssessed  valuation,  and  a  limit  of  $10,000  on  any  one  item 
ithout  a  vote  of  the  people.   The  five  percent  limit  is 
common  on  a  nationwide  scale,  however,  a  limit  of  S10,000, 
which  may  have  been  realistic  in  1889,  is  completely  out  of 
step  today. 

The  19  72  Constitution  has  removed  the  restrictions  from  consti- 
tutional control  and  the  designation  of  debt  limits  are  to  be 
made  by  the  legislature,  and  while  the  five  percent  of  total 
valuation  restriction  remains,  the  $10,000  limit  was  raised 
in  1973  to  $40,000.   The  latter  figure  is  more  realistic  now, 
however  both  the  gross  national  product  and  local  debt  have 
increased  by  a  factor  of  more  than  fifty  between  1880  and  1950. 
It  should  be  noted,  however,  that  revenue  and  special  district 
bonds  are  not  covered  by  the  debt  limits  and  as  of  1967  no 
county  or  any  of  the  larger  cities  were  in  any  danger  of 
exceeding  their  debt  limit. 

Another  problem  faced  by  the  local  governments  in  the  incurrance 
of  debt  has  been  the  complexity  and  fragmentation  of  debt  laws 


\^Mml 
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for  local  government.   When  the  legislature  authorized  local 
governments  to  incur  debt,  procedures  often  differed  between 
the  purposes  for  which  debt  could  be  incurred.   It  is  speculated 
this  was  a  result  of  authorizations  being  made  by  different 
legislatures  throughout  the  years.   There  have  been  instances 
v/here  the  same  general  obligation  bond  issue  had  to  be  brought 
before  the  voters  several  times  because  of  procedural  errors. 
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TABLE  VI 


NET  INDEBTEDNESS  FOR  COUNTIES 


County 

Amount 

Beaverhead 

$ 



Big  Horn 

$ 

312,496 

Blaine 

$ 

269 

Broadwater 

$ 

206,049 

Carbon 

$ 

61,484 

Carter 

$ 

81,300 

Cascade 

$ 



Chouteau 

$ 



Custer 

$ 

309,897 

Daniels 

$ 

___ 

Dav7Son 

$ 

1,343,871 

Deer  Lodge 

$ 

27,562 

Fallon 

$ 

641,298 

Fergus 

$ 



Flathead 

$ 

3,098,000 

Gallatin 

$ 

679,137 

Garfield 

$ 



Glacier 

$ 

1,237,717 

Golden  Valley 

$ 



Granite 

$ 



Hill 

$ 



Jefferson 

$ 

269,034 

Judith  Basin 

$ 

_ — 

Lake 

$ 



Lewis  and  Clark 

$ 

407,330 

Liberty 

$ 

70,109 

Lincoln 

$ 

„__ 

Madison 

$ 

108,747 

County 

Amount 

McCone 

$ 

227,428 

Meagher 

$ 



Mineral 

$ 

334,737 

Missoula 

$ 

1,543,598 

Musselshell 

$ 



Park 

$ 

Petroleum 

$ 



Phillips 

$ 

Pondera 

$ 

684,824 

Powder  River 

$ 

7,853 

Powell 

$ 

131,922 

Prairie 

$ 

181.,  251 

Ravalli 

$ 

— 

Richland 

$ 

-"■■-^ 

Roosevelt 

$ 



Rosebud 

$ 

488,843 

Sanders 

$ 

6,897 

Sheridan 

$ 

11,713 

Silver  Bow 

$ 

2,026,956 

Stillwater 

$ 

116,842 

Sweet  Grass 

$ 

220,968 

Teton 

$ 

30,000 

Toole 

S 



Treasure 

$ 

17 

Valley 

$ 

685,665 

Wheatland 

$ 

202,347 

Wibaux 

$ 

396,395 

Yellowstone 

$ 

3,098,000 

TOTAL : 

$J 

.9,250,556 

SOURCE 


Report  of  the  State  Department  of  Revenue,  June  30,  19  74 
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FINANCIAL  ADMINISTRATION 

The  administration  of  local  government  finance  today  is  still 
under  the  lav7s  written  to  implement  the  restrictive  provisions 
of  the  1889  Constitution.   The  19  72  Constitution  has  removed  a 
majority  of  the  restrictions  of  the  1889  Constitution  concerning 
local  government  finance  and  its  administration.   Rather  than 
listing  specific  details  of  debt  limitations,  accounting  procedures, 
reporting  requirements,  and  state  aid  to  local  governm.ents ,  the 
Constitution  gives  that  responsibility  to  the  legislature.   Those 
powers  governing  taxation  and  finance  administration  remaining  in 
the  Constitution  are  of  a  general  nature  —  sections  providing 
for  the  constitutional  basis  for  taxation  and  empowering  the 
legislature  to  provide  for  the  taxation  structure  at  all  levels 
of  government.   The  constitutional  requirements  or  restrictions 
are  as  follows: 

1.  The  state  shall  be  the  authority  for  appraisal,  assess- 
ment and  equalization; 

2.  The  state  shall  provide  a  process  for  tax  appeals  and 
the  inclusion  of  a  reviev;  procedure  at  the  local  level; 

3.  The  restricting  of  highway  revenue  funds  for  use  in 
specific  areas  of  investment; 

4.  The  investment  of  public  funds  is  restricted  to 
specific  areas  of  investm.ent ; 

5.  That  all  taxing  jurisditions  shall  utilize  state 
established  assessed  valuations  for  property. 
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The  following  categories  are  those  that  the  Constitution  has  estab- 
lished as  responsibilities  and  perogatives  of  the  legislature: 

1.  Those  properties  that  can  be  exempted  from  property 
taxes; 

2.  The  limitation  of  debts  for  local  government  entities; 

3.  That  strict  accountability  of  revenues  and  monies  spent 
by  local  government  entities  shall  be  insured. 

The  19  72  Constitution  does  not  contain  any  specific  references 
to  types  of  taxation,  accounting  procedures  and  duties  of  fiscal 
officers  as  had  the  1889  Constitution. 

The  County 

The  role  of  the  county  commissioners  is  that  of  the  chief  adminis- 
trators.  They  have  the  general  powers  to  levy  taxes  for  the 
construction  and  maintenance  of  county  roads,  ferries,  and  bridges; 
erective  and  managing  county  buildings.   They  may  purchase  or  sell 
county  property.   The  commissioners  may  borrow  money  on  credit  of 
the  county  to  meet  current  expenses  -  not  to  exceed  $40,000  for  a 
single  purpose  without  approval  of  the  electorate.   Otherwise,  with 
the  approval  of  the  electorate,  the  county  may  issue  bonds  for  the 
purchase  of  land  or  construction  of  county  buildings,  bridges,  or 
roads. 

With  petitioning  and  approval  by  the  residents,  the  commission  has 
the  power  to  establish  special,  special  improvement,  and  rural 
improvement  districts  of  various  natures,  structures  and  purposes 
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defined  by  statute. 

No  county  may  become  indebted  in  any  manner  or  purpose  to  an  amount 
more  than  5%  of  the  total  assessesed  value  of  the  taxable  property. 
Any  obligations  exceeding  that  amount  are  void  by  statute. 

The  budget  system  for  the  counties,  is  again  determined  by  statute. 
The  process  begins  with  the  submission  of  estim.ated  expenses  to 
the  county  clerk-recorder  by  every  county  official  and  the  commis- 
sioners on  or  before  June  1st  and  the  first  Monday  in  July,  the 
clerk-recorder  prepares  a  detailed  estimate  of  revenues  and 
expenditures.   The  tabulations  are  broken  into  six  basic  categories 
for  consideration: 

1.  salaries  and  wages, 

2.  maintenance  and  operation, 

3.  capital  outlay 

4.  interest  and  debt  redemption, 

5.  miscellaneous, 

6.  expenditures  to  be  made  from  bond  issues  not  yet  authorized. 

After  receiving  the  tabulations  from  the  clerk,  the  commissioners 
may  revise  them  as  they  deem  appropriate.  After  completion  of  the 
changes,  the  tabulations  become  the  Preliminary  Budget.  A  public 
notice  must  be  made  in  order  to  inform  the  taxpayer  of  the  public 
hearing  to  consider  the  adoption  of  the  budget  that  is  to  be  held 
on  the  Wednesday  immediately  before  the  second  Monday  in  August. 

The  adoption  of  the  budget  follov/s  the  following  complicated 
^j     procedure: 
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1.  The  commissioners  determine  the  amount  of  money  that 
is  to  accrue  to  each  fund  from  all  sources. 

2.  Each  item  in  the  budget  is  then  examined  separately 
and  appropriated  an  amount  of  money. 

3.  Once  the  appropriation  is  determined,  the  commissioners 
must  specify  the  fund  or  funds  against  which  warrants  are  to  be 
drawn. 

Total  expenditures  may  not  exceed  the  aggregate  of  the  following: 

1.  Total  cash  balance  in  fund  at  the  end  of  the  previous 
year. 

2.  Amount  of  estimated  revenues  expected  to  accrue  to  that 
fund. 

3.  The  prospective  tax  levy  for  the  fund  for  the  coming  year.- 

The  amount  of  revenue  that  will  be  raised  by  taxes  is  determined 
by  the  differences  between  the  total  funds  remaining  plus  the 
funds  accrued,  and  the  total  amount  of  authorized  expenditures 
and  appropriations.   Again,  in  no  case  may  the  appropriation 
exceed  the  allowable  tax  levy. 

The  budget  is  adopted  by  resolution  on  or  before  the  second 
Monday  in  August.   The  Commissioners  then  fix  the  tax  levies 
for  the  fiscal  year,  six  v/eeks  after  the  fiscal  year  has  begun." 

The  Municipality 

The  financial  powers  of  municipal  governments,  specifically 

delegated  to  the  city  council,  include  the  levying  of  taxes  on        .-^ 
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taxable  property,  licensing  all  industries,  pursuits,  professions 
and  occupations  within  the  city. 

Like  the  counties,  the  municipalities  are  limited  to  the  amount 
that  may  be  levied  by  statute.   Municipalities  are  given  two 
general  options  of  taxation:   the  all  purpose  levy  and  multiple 
levies.   The  all  purpose  levy  may  not  exceed  65  mills  and  does  not 
include  levies  imposed  for  bonded  indebtedness,  to  pay  judgments, 
or  special  improvement  district  revolving  funds  of  municipalities 
which  may  be  made  in  addition  to  the  all  purpose  levy.   Multiple 
levies  follow  the  same  pattern  as  that  of  the  counties.   That  is, 
for  every  purpose  allowed  by  statute  there  is  a  mill  levy  limit 
imposed  by  law. 

^  Municipalities  may  not  incur  any  debts  that  exceed  5%  of  the  total 

assessed  value,  except  in  the  procurement  of  a  water  supply,  the 
construction  of  a  water  supply,  or  the  construction  of  a  sewer 
system.   The  additional  debt  shall  not  exceed  10%  over  and  above 
the  5%. 

The  budget  procedure  for  muncipalities  follows  the  sam.e  basic 
.  formula  as  that  of  counties.  The  city  council,  or  commission 
considers  and  passes  the  budget.  However,  the  municipalities 
are  faced  with  a  shorter  time  frame.  The  budgeting  procedure 
begins  July  1,  rather  than  June  1  as  in  the  case  of  the  counties 
and  is  to  end  by  the  second  Monday  in  August. 

Expenditures  are  limited  to  the  amount  appropriated  by  the 
W^    budget.   Except  in  the  case  of  public  emergency,  where  statutes 
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provide  for  the  method  for  which  emergency  expenditures  may  be 
made. 

All  payments  will  be  m.ade  in  the  form  of  v/arrants  drawn  by  the 
mayor.   It  is  the  duty  of  the  treasurer  to  pay  the  warrants  in 
the  order  they  are  registered.   Should  a  warrant  be  presented 
and  funds  are  not  available,  they  are  marked  as  such  and  bear 
interest  at  a  rate  fixed  by  local  ordinance  until  such  times 
as  funds  are  available.   At  the  time  public  notice  is  given 
that  funds  are  available  for  the  payment  of  marked  warrants, 
the  warrants  cease  to  draw  interest. 
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CURRENT  PROBLEMS 

With  increased  demands  on  the  property  tax  to  finance  local  govern- 
ment, a  fiscal  crisis  may  be  developing..  However,  it  has  been  said 
that  no  problem  really  exists;  governments  can  always  use  more 
money,  and  priorities  should  be  set  to  maximize  services  with  the 
available  funds.   While  this  view  may  satisfy  a  few,  there  is 
evidence  to  suggest  that  a  crisis  is  really  developing. 

It  is  felt  by  some  that  too  much  state  control,  often  percipitated 
by  pressure  groups,  is  a  major  cause  of  problems  today.   For 
example,  the  pension  funds  set  up  for  local  police  and  firemen  were 
set  up  by  legislative  mandate,  with  no  adequate  source  of  funding. 
These  funds  are,  in  some  cities,  already  becoming  a  major  drain  on 
general  revenues;  the  pension  fund  base  is  not  large  enough  to 
generate  sufficient  money  for  the  fund  to  function. 

Other  areas  that  are  causing  problems  are  the  timing  of  the 
budgeting  process;  the  lack  of  a  uniform  accounting  system;  and 
the  lack  of  flexibility  in  spending  revenues,  a  serious  problem 
in  some  localities,  with  some  funds  having  surplus  money  while 
others  are  lacking.   The  current  taxing  system  is  also  responsible 
for  an  unpredictable  cash  flow.   This  means  sometimes  there  is 
much  more  money  on  hand  than  needed,  and  at  other  times  there 
is  a  severe  shortage.   The  two  major  consequences  that  arise  are: 
money  m^ust  be  borrowed  at  high  interest  rates  in  periods  of  cash 
flow  problems,  and  the  prohibition  of  building  a  reserve  fund 
that  v;ould  enable  expenses  to  be  met  without  borrowing.   A  reserve 
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fund  that  would  enable  expenses  to  be  met  without  borrowing.   A 
reserve  fund  might  allow  interest  to  be  collected  instead  of  paid. 
A  final  area  that  needs  attention  is  the  lack  of  knowledgeable  ■ 
financial  management  techniques  in  many  local  government  offices. 
It  is  difficult  to  say  how  much  money  is  lost  through  poor  m.anage- 
ment,  however,  there  are  indications  that  it  is  significant. 
Some  of  the  forementioned  cash  flow  problems  may  be  linked  to 
this  problem. 

The  state  of  Montana  is  now  at  a  crossroads  in  local  government 
fiscal  affairs.   Should  the  management  of  local  finances  be  done 
on  a  state  wide  level  to  insure  an  equitable  tax  and  service 
system  or  should  there  be  local  control  to  serve  local  needs? 
With  greater  state  control  it  is  possible  that  a  more  equitable 
system  could  be  implemented  along  with  better  planning  and 
management  through  greater  financial  expertise.   On  the  other 
hand,  local  control  should  be  more  flexible  and  responsive  to 
immediate  needs,  by  virtue  of  being  near  the  problems.   The 
major  question  is  what  form  of  management  will  best  eliminate 
the  current  problems  affecting  local  government  fiscal  matters. 
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CONCLUSION 

Local  government  finance  in  Montana  is  trapped,  at  the  present, 
between  the  restrictive  attitudes  fostered  by  the  1889  Constitu- 
tion and  the  realities  of  sound  fiscal  thought.  If  there  is  to 
be  any  attempt  to  bring  local  government  from  its  present  posi- 
tion into  a  flexible,  visible  and  responsive  force  at  the  local 
level,  there  must  be  a  concerted  effort  to  align  the  financing 
to  the  same  level. 

Without  an  adequate  fiscal  ability,  the  local  governments  are 
without  a  mechanism,  to  provide  an  effective  level  of  services. 
The  state  legislature  is  too  far  away  to  provide  fiscal  decision- 
making that  is  responsive  to  the  needs  of  the  local  governments. 

What  is  needed,  is  a  full  range  of  sound  fiscal  options  to 
compliment  the  alternative  forms  proposed  by  the  Commission, 
Local  governments,  in  order  to  survive,  must  be  given  all  the 
necessary  tools  to  adequately  serve  the  needs  of  their  constit- 
uency.  But,  the  system  must  be  so  designed  to  give  the  fiscal 
power  to  those  served. 
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